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TO ALL P ARTIES  :

Enclosed please find the recommendation of Administrative Law Judge Jane Rodda.
The recommendation has been tiled in the form of an Order on:

. Pursuant to A.A.C. R14-3-1 l0(B), you may file exceptions to the recommendation of
the Administrative Law Judge by filing an original and ten (10) copies of the exceptions with
the Commission's Docket Control at the address listed below by 4:00 p.m. on or before:

The enclosed is NOT an order of the Commission, but a recommendation of the
Administrative Law Judge to the Commissioners. Consideration of this matter has tentatively
been scheduled for the Commission's Worldng Session and Open Meeting to be held on:

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive
Director's Office at (602) 542-393 l .
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEAS ON, Cha irma n
W ILLIAM A.  MUNDE LL
J EFF HATCH-MILLER
KRIS TIN K. MAYES
GARY P IERCE

DOCKET NO. E-01773A-07-0632

DECISION NO.

IN THE MATTER OF THE APPLICATION OF
ARIZONA ELECTRIC POWER COOPERATIVE,
INC. TO EXTEND A PORTION OF THE SHORT-
TERM BORROWING AUTHORIZATION
GRANTED IN DECISION NO. 69337. ORDER

Open Mee ting
April 8 and 9, 2008
P hoe nix, Arizona

B Y THE  C O MMIS S IO N:

* * * * * * * * * *

FINDING S  O F FACT

1

2 COMMISSIONERS

3

4

5

6

7

8

9

1 0

11

1 2

13 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

14 Arizona  Corpora tion Commiss ion ("Commiss ion") finds , conclude s , a nd orde rs  tha t:

1 5

1 6

17 1. On Nove mbe r 5 , 2007 , Arizona  Ele ctric  P owe r Coope ra tive , Inc . ("AEP CO" or

lg "Coope ra tive ") file d a n a pplica tion with the  Commis s ion to e xte nd Luitil De ce mbe r 31, 2008, a

19 portion of the  s hort-te rm borrowing a uthoriza tion gra nte d in  De cis ion No. 69337 (Fe brua ry 20,

20 2007). S pe cifica lly, AEP CO re que s ts  tha t the  Commiss ion a uthorize  short-te rm borrowings  of up to

21 $20 million, which is  a pproxima te ly $4 million a bove  the  s e ve n pe rce nt s ta tutory limit, through

22 calendar year 2008.

23 2. AEP CO publishe d notice  of its  fina ncing a pplica tion in The  Kins ma n Da ily Mine r on

24 Nove mbe r 11 , 2007, a nd in The  Arizona  Da ily S ta r/Tucs on Citize n on Nove mbe r 14, 2007. The

25 Kins ma n Da ily Mine r is  a  ne wspa pe r of ge ne ra l circula tion in the  City of Kinsma n, Moha ve  County

26 a nd The  Arizona  Da ily S ta f9Tucson Citize n is  a  ne ws pa pe r of ge ne ra l circula tion in P ima  County,

2 7  Arizo n a .

28 3. On February 29, 2008, the Commission Utilities Division Staff ("Staff") filed its Staff

S :\J a ne \FINANCE\2008\AEP CO 2008 s hort-te rm de bt Orde r.doc 1
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1 Report, recommending approva l of the  proposed extension of authority.

2 4. AEPCO is  a  non-profit, me mbe r-owne d coope ra tive  which supplie s  a ll or mos t of the

3 powe r a nd e ne rgy re quire me nts  of its  five  Arizona  a nd one  Ca lifornia  Cla s s  A me mbe r dis tribution

4 coope ra tive s . AEPCO a lso provide s  se rvice  to the  City of Me sa  a s  a  Cla ss  B me mbe r a nd to the  Sa lt

5 Rive r P roje ct Agricultura l Improve me nt Dis trict a s  a  Cla s s  C me mbe r.

6 5. AEPCO's  current ra te s  were  approved in Decis ion No. 6807 l (August 17, 2005).

7 6. In De cis ion No. 68481 (Fe brua ry 15, 2006), the  Commis s ion a pprove d AEP CO's

8  a pplica tion  to  e xce e d the  s ta tu tory s hort-te rm borrowing limit of s e ve n pe rce nt of to ta l ca pita l

9 through ca le nda r ye a r 2006, a nd a uthorize d a n incre a s e  in s hort-te rm borrowing up to $30 million,

10 through De ce mbe r 31, 2006. The  incre a se  in de bt wa s  ca use d by incre a se s  in the  price s  of na tura l

l l ga s  a nd purcha se d powe r. P rior to 2006, AEP CO ha d not borrowe d on its  short-te rm line  of cre dit

12 for more  than 15 years , but the  increase  in is rae l and purchased power costs  in 2005 forced AEPCO to

13 use  its  line  of credit to meet those  expenses.

14 7. In De cis ion No. 68594 (Ma rch 23, 2006), the  Commis s ion a uthorize d AEP CO to

15 a cce le ra te  d ie  imple me nta tion  da te , from Octobe r 1 , 2006 , to  April 1 , 2006 , for its  Fue l a nd

16 Purcha se d Powe r Cos t Adjus tor ("FPPCA") in orde r to improve  the  Coope ra tive 's  ca sh flow.

17 8. On S e pte mbe r 26, 2006, AEP CO file d a n a pplica tion re que s ting a uthoriza tion to

18  e xte nd  $25 million  of the  s hort-te rm borrowing a uthorize d  in  De cis ion  No. 68281 through the

19 ca le nda r ye a r 2007. AEP CO a s s e rte d tha t a lthough incre a s ing the  s hort-te rm borrowings  a nd

20 imple me nting a djus tor ra te s  a llowe d AEP CO to continue  to fund ope ra tions , it wa s  not a ble  to ma ke

21 subs ta ntia l progre s s  in re ducing its  short-te rm de bt. The  Commiss ion gra nte d AEP CO's  re que s t in

22 De cis ion No. 69337 (Fe brua ry 20, 2007).

23 9. In the  curre nt a pplica tion, AEP CO re que s ts  Commis s ion a uthoriza tion purs ua nt to

25 of tota l ca pita l. AEP CO a s s e rts  tha t de s pite  ma lting s ubs ta ntia l re pa yme nts  of its  line  of cre dit in

26 2007, it e s tima te s  tha t a t the  e nd of Ja nua ry 2008, tota l short-te rm borrowings  could s till e xce e d the

27 se ve n pe rce nt s ta tutory limit. In a ddition, AEP CO s ta te s  its  ca sh flow fore ca s t indica te s  tha t it will

28 need to make  additiona l draws on its  line  of credit in March, April, August and September, 2008.

DECIS ION NO



DOCKET NO. E-01773A-07-0632

1 10. AEP CO curre ntly ha s  two s ource s  of s hort-te rm borrowing: (1) a  line  of cre dit from

2 the  Na tiona l Rura l Utilitie s  Coope ra tive  Fina nce  Corpora tion ("CFC") a nd (2) a  Note  P a rticipa tion

3 Program ("NPP"), tha t a llows  the  Coope ra tive  to borrow money from its  members  a t ra te s  lower than

4 AEPCO would be  cha rge d by othe rs , but a t highe r ra te s  tha n the  me mbe rs  could e a rn on the ir short-

5 te rm deposits .

6 l l . As  of De ce mbe r 31, 2007, AEP CO re porte d tha t it ha d a pproxima te ly $13.9 million

7 outs ta nding on its  CFC line  of cre dit a nd a pproxima te ly $10.8 million outs ta nding from the  NP P , for

8 a  tota l of a pproxima te ly $24.7 million.

9 12. S ta ff reviewed the  Coopera tive 's  2008 Cash Flow Projections . S ta ff s ta tes  tha t despite

10 the  e a rly imple me nta tion of the  FFPCA a nd short-te nn borrowing e xte ns ions  a uthorize d in De cis ions

l l Nos . 68481 a nd 69337, AEP CO is  a t ris k of e xce e ding the  s ta tutory limit s e t for its  s hort-te rm

13 - a t  th e  e n d  o f J a n u a ry 2 0 0 8  is

14 a pproxima te ly $16.1 million.

15 14. AEP CO a nticipa te s  ma king a n a pproxima te  $8.1 million re pa yme nt on its  line  of

16 cre dit in e a rly 2008, which would bring tota l s hort-te rm borrowings  to a pproxima te ly $16.5 million.

17 The  proje ctions  s how tha t during 2008, the  s hort-te rm borrowings  would fluctua te  from a  low of

18 a pproxima te ly $12.5 million in July 2008 to a  high of a pproxima te ly $19.5 million in April 2008. 1

15. Staff concludes tha t the  proposed use  of the  funds is  appropria te  and tha t authoriza tion

12 borrowings throughout the year 2008.

13. AEPCO's seven pe rce nt s ta tu tory a uthority

19

20 to incre a se  short-te rm borrowing to $20 million is  within the  corpora te  P owe rs  of the  Coope ra tive , is

21 compa tible  with the  public inte re s t a nd would not impa ir AEPCO's  a bility to provide  se rvice .

22 16. In S ta ffs  opinion, not e xte nding the  a uthoriza tion ha s  pote ntia lly gre a te r de trime nta l

23 effects  on AEPCO and its  customers  than extending the  increased short-te rm borrowing authority.

24 17. S ta ff re comme nds  gra nting a uthoriza tion to incre a s e  the  limit of s hort-te rm de bt

25 borrowing to  a n  a mount not to  e xce e d $20 million  until De ce mbe r 31 , 2008, unde r the  te rms

26

27

28

1 AEPCO states that its cash flow forecast is premised on certain assumptions, such as projected natural gas and
purchased power costs, the timing of permanent loan funds availability for AEPCO's construction work plan and
anticipated replacement power cots for the scheduled spring 2008 maintenance at the Apache PoWer Station, which may
or may not materialize as predicted.

3 DE CIS IO N n o .
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1 proposed and for the  purposes  described in die  applica tion and Staff Report.

2 18. S ta ff furthe r re comme nds  a uthorizing AEP CO to e nga ge  in a ny tra nsa ctions  a nd to

3 execute  any documents necessary to effectuate  the  authorizations granted.

4 19. Abs e nt the  re que s te d a uthoriza tion, AEP CO could de fa ult on a ccounts  pa ya ble

5 obliga tions  to purchased power providers .

6 20. In De cis ion No. 68071 (Augus t 17, 2005), the  Commiss ion orde re d AEP CO to file  a n

7 e quity improve me nt pla n. AEP CO tile d its  Equity Improve me nt Ana lys is  on J une  15, 2006.2 It is

8 unclea r how the  circumstances  le ading to die  need for the  current authoriza tion a ffecting short-te rm

9 de bt ha ve  a ffe cte d AEP CO's  e quity improve me nt pla n. We  dire ct S ta ff to  continue  monitoring

10 AEP CO's  e quity pos ition a nd to re vie w AEP CO's  filings  to de te rmine  if proje ctions  file d s e ve ra l

11 yea rs  ago rema in rea lis tic and would required furthe r action by the  Commiss ion.

12 CONCLUS IONS  OF LAW

13 1. AEP CO is  a  pub lic service corpora tion  with in  the  me a ning  of Artic le  XV of the

2. The  Commis s ion  ha s  juris d iction  ove r AEP CO a nd of the  s ubje ct ma tte r of the

Notice  of the  applica tion was  given in accordance  with the  law.

15

16 a pplica tion.

17 3.

18 Th e  fin a n c in g  a p p ro v e d  h e re in  is  fo r la wfu l p u rp o s e s  with in  AE P C O 's  c o rp o ra te

19 P owe rs ,  is  com pa tib le  with  the  public  in te re s t,  with  s ound  fina nc ia l p ra c tice s ,  a nd  with  the  prope r

2 0 pe rfo rm a nc e  by AE P CO  of s e rv ic e  a s  a  pub lic  s e rv ic e  c o rpora tion ,  a nd  will no t im pa ir AE P CO 's

4.

21 a bility to pe rform the  se rvice .

22 5. The  fina ncing  a pprove d  he re in  is  fo r the  purpos e s  s ta te d  in  the  a pplica tion , is

23 re a sona bly ne ce ssa ry for those  purpose s  a nd such purpose s  ma y be , wholly or in pa rt, re a sona bly

ORDER

24 chargeable to operating expenses or to income.

25

26

27

28 2 The original deadline to file the plan was extended by Procedural Order dated June 13, 2006, until of June 16, 2006.

IT IS  THEREFORE ORDERED tha t Arizona  Ele ctric P owe r Coope ra tive , Inc. is  he re by

4 DECIS ION NO.
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2

3

4

5

7

8

1 a uthorize d to incre a s e  s hort-te rm borrowing a uthority to $20 million through De ce mbe r 31, 2008.

IT IS  FURTHER ORDERED tha t s uch fina nce  a uthority s ha ll be  e xpre s s ly continge nt upon

Ariz ona  E le c tric  P owe r C oop e ra tive ,  Inc . 's  us e  o f the  p roc e e ds  fo r the  p urp os e s  s ta te d  in  its

applica tion and approved he re in.

IT IS  FURTHER ORDERED tha t Arizona  Ele ctric  P owe r Coope ra tive , Inc . is  a uthorize d to

6 execute  any documents  neces sa ry to e ffectua te  the  authoriza tions  granted.

IT IS  FURTHER ORDERED tha t Arizona  Ele c tric  P owe r Coop e ra tive , Inc . s ha ll file  with

Docke t Control, a s  a  com plia nce  ite m  in this  docke t, cop ie s  of a ny e xe cute d fina ncing  docum e nts

re la te d to this  a uthority within 30 da ys  a lte r the  da te  of e xe cution.9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28
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•COMMCHAIRMAN

•COMMCOMMISSIONERCOMMISSIONER

IN WITNES S  WHEREOF, 1, B R IAN c. McNEIL, Exe cu tive
Dire c to r o f th e  Ariz o n a  C o rp o ra tio n  C o m m is s io n ,  h a ve
he re un to  s e t my ha nd  a nd  ca us e d  the  o ffic ia l s e a l o f the
Commiss ion to be  a ffixed a t the  Capitol, in the  City of Phoenix,
this da y of , 2008.

BRIAN c. McNEIL
EXECUTWE DIRECTOR

DIS S ENT

DIS S ENT

J R:

6 DECISION no.

DOCKET NO. E-01773A-07-0632

1 IT IS  FURTHER ORDERED tha t a pprova l o f the  fina nc ing  s e t fo rth  he re ina bove  doe s  no t

2 cons titute  or imply a pprova l or dis a pprova l by the  Commis s ion of a ny pa rticula r e xpe nditure  of the

3 proce e ds  de rive d the re by for purpos e s  of e s ta blis hing jus t a nd re a s ona ble  ra te s .

4 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe c tive  imme dia te ly.

5 BY O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N.

6

7

8

9
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20
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